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The consumer price index (indice nacional de precios al consumidor, INPC) increased by a higherthan-expected 0.55% in August. The August INPC, which compares with private forecasts projecting
an average increase of 0.46%, was attributed in large measure to higher fuel costs. Even though
Mexico is a large-scale oil producer, the continuing surge in global energy prices has caused
Mexican consumers to pay higher prices for gasoline and other fuel.
Increases in housing, university tuition, and the cost of other basic products, such as tomatoes,
avocados, and oranges, also contributed to the higher-than-expected INPC during August, the
Banco de Mexico (central bank) said in its monthly inflation report. The INPC nearly matched the
increase of 0.54% in the index for the basket of basic consumer goods during August, the central
bank said.
Some economists raised the possibility that the higher August consumer prices could prompt the
central bank to again tighten money supply to boost interest rates and discourage consumption. But
others said this possibility is diminished by the strengthening of the Mexican peso in recent weeks.
As of Sept. 13, the Mexican currency was trading at 9.28 pesos per US$1.00, compared with 9.52 per
US$1.00 in mid-January. Francis Freisinger, a Latin America expert for Merrill Lynch, said the trends
in the global oil markets could dictate the direction of the Mexican peso and interest rates.
"Unless the Mexican economy receives a sustained flow of foreign capital, the peso will have to
weaken," said Freisinger. The latest increase in the INPC brought accumulated inflation for JanuaryAugust to only 5.38%, which means that President Ernesto Zedillo's administration could easily
reach its goal to keep annual inflation at 10% or less in 2000.
Some private forecasts project annual inflation to reach only 8.7% this year. Low producer prices
could help limit the inflation rate for the rest of the year. The Banco de Mexico said the producer
price index (Indice de Precios al Productor, INPP) reached only 0.36% in August, well below the
INPC. (Sources: Reuters, 09/07/00; Excelsior, 09/08/00; Notimex, 09/09/00; Reforma, 09/08/00,
09/12/00; El Financiero, 09/08/00, 09/12/00, 09/13/00; El Economista, 09/08/00, 09/13/00)
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